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The problem of legitimacy of state interferences with economy and the related forms and manifestations of market development have been a permanent key problem of forming the agricultural policy in the whole history of its development in Europe as well as in the world. Even in the today's society, the subject-matters of discussions are looking for suitable options of solutions meeting the defi ned strategies, selection of concepts, level and forms of state interventions. It s becoming a frequent object of the confl ict of opinions between representatives of various interest groups within the agrarian sector, food management as well as in the regional development conceptions.
Under the conditions of transitive economies in general, and in particular in some countries of the central and Eastern Europe, the problem of state interventions into agriculture and application of subsidies with these interventions was even recently presented as an approach absolutely inconsistent with the principles of market economy. The other extreme on the other hand was the unilateral argumentation using the growing subsidy support, or the high level of protection of this fi eld respectively in the most economically advanced countries.
As of the Czech Republic's accession to the European Union in 2004, the overall framework, philosophy as well as level and form of support and 20 V. Bečvářová regulation in agriculture are generally subject to the rules and limits of the EU Common Agricultural Policy (CAP). As early as of the beginning of the nineties of the last century, we have been witnessing and these days also playing a part in changes of this one of the oldest European community policies that is forced to react to the changing internal as well as external economic and social environment. Within the ongoing reforms of this policy, however, there has been ever-wider space opening for decision-making (but also responsibility) of individual member states when specifi cally fulfi lling the gene ral principles of the new CAP model. The overall strategy has been changing and conceptions are being created of such regulation as well as supporting mechanisms, which are far from being a pure reaction to the growing surpluses of agrarian commodities on the growing internal European market. Another ground of the reform steps, which is nevertheless realizable unilaterally, is a change in the perception of the task of agriculture from its original production role in economy up to its today's multifunctional approach.
The vision of the European model of agriculture is ever more frequently confronted with new challenges invoked by acceleration of globalisation processes. This very type of processes is behind a number of changes of economic conditions in agriculture and the agrarian sector in the general, branch as well as regional context. Therefore the forming and development of the world agribusiness, typical with its growing infl uence of transnational companies, world business chains and food networks, presents other topics to the authors of the agrarian policy, these topics requiring objectifi cation of approaches to solutions of further agricultural de ve lop ment and its role in rural development. There is a growing need of interdisciplinary solutions making use of positive as well as negative knowledge basis of the agrarian economy and policy.
On the question of subsidies into contemporary agriculture in general
In the current model of agriculture, its production and other non-production activities are narrow-connected with a complex network of interconnected conditional causes and eff ects in the development of the society in all dimensions (economic, ecological, technological as well as human and social one).
The target solution does have a long-term nature but the dynamics of changes in the environment as combined with the specifi c aspects of agricultural production makes it necessary to select a complex approach from the very beginning of the solution including the permanent refl ection of the eff ects of reform steps realization at the production as well as non-production level.
Limitation of the risk of negative eff ects of a strategically unsuitable or short-term purpose-used setting of the fl ow of subsidies into agriculture, or more precisely into the agrarian sector, and currently also to the rural development generally concerns two problems, namely allocation and 1.
selection of the range of income redistribution in terms of strategy and criteria of support to the sector/branch, i.e. legitimacy of subsidies, related to appreciation of the role and setting of preferences in the development of the society within the concerned stage of development, distribution 2.
of fi nances, i.e. decision-making about the form of transfer, its economic costs and eff ect on the benefi ciary's decision making connected with effi ciency of subsidies and criteria for reasonable use of the support. A typical feature of changes of the CAP model is the withdrawal from the support of incomes in agriculture by means of the price support for commodities mostly on the basis of commodity market rules and the transfer to the "simpler" but in terms of economic nature much more complicated systems of subsidies in the form of direct payments and project-conceived structural supports.
These measures are connected also with decentralization in the very decision-making in member countries in relation to priorities in the allocation criteria as well as subsidy distribution. Within the rules and limits defi ned in the community law while integrating the Union and national budgets, it is without question a positive element. When distributing the sum of the budget fi nances, there is an opportunity to decide on the solution of specifi c problems in agriculture in individual countries.
Nevertheless, globalisation processes move the need of theoretical interpretation of the market environment changes as well as the task of regulation interventions further. The neoclassical theory does understand the price as a suffi cient incentive for development of liberalized markets, in the same time however, it points out certain criteria related to the full application of the market allocation function in the global context including the hypothesis that goods and services may be cheaper when larger production capacities are used (economy of scale, for example Krugman, 2003) . Then the task of re gula to ry interventions goes into the issues of com peti ti ve ness of sectors and solutions of conditions of sustainability under the real conditions in the countries and regions and it is more markedly connected with the category of investments.
Without respecting the key interactions with the surroundings, the very European model of agriculture with a large number of producers de pendent on land (of various quality and fertility, which to a considerable extent limits the choice of com modi ty structure of the agricultural production) might be considered a typical model of the structure of environment with perfect competitiveness and minimization of the eff ect of agricultural producers on creation of commodity prices basically at all relevant markets. In general, the infl uence of typical foodstuff market attributes on the basis of the specifi cs of the off er and demand formation in interaction with the commodity prices on the markets in the long- Within the said agrarian market development context, in particular the eff ects of a slower demand growth are shown, these eff ects being typical also when refl ecting the eff ect of the population growth including the increased consumption of foodstuff per citizen in general. It is refl ected in the waveform, shape as well as a slight move of the demand curve D-D'. On the other side, the market conditions forming and the price creation refl ect the considerably more substantial growth of the off er, which is shown in particular in its move and change of inclination from the original curve S to S'. In this case, in a longer-term time horizon, it includes both the partial extension of the managed area and in particular the growth of productivity factors as a result of technological innovations. The unbalanced state based on the new waveform of both curves (D' and S') indeed generally leads to a decrease of the balanced price, namely from p to p'. The above-mentioned preconditions have been in the long-term confi rmed by the price development of agricultural products on the world markets generally since beginning of the last century.
The acceleration of globalization processes accompanied both by the increased pressure on ag rarian markets liberalizations and by forming the agribusiness 1 further change the business environment. Agriculture, in its production dimension, has been becoming de facto a part of a considerably wider segment of economy. Its success limits also the ability to fulfi l other roles of the sector. Although the abovementioned development tendencies might be tempting to a simplifi ed conclusion that under the current circumstances, there is no reason anymore to support the production dimension of agriculture, it is a paradox that in this very context of liberalized market, the issues of strategic nature connected with the role and integral objective of this sector in the modern society are becoming ever more important.
They are related to a whole spectrum of problems from the growing risks of supplies, modernization of production systems including establishment of preconditions for foodstuff quality guarantee up to the role of agriculture in the economic and social dimension of the interpretation of self-suffi ciency.
Formation of the current Common agricultural policy model
The policy development concerned both the very agriculture and the agrarian sector and its economic position and changes of the social environment itself and the selection of adequate regulation tools corresponding to the environmental development and changes of situation.
The period of crucial reforms of the original conception of the Common agricultural policy was initiated at the beginning of the nineties of the twentieth century. In 1992, the fi rst important CAP reform (Mac Sharry's one) was adopted, which considerably reduced the support of agriculture on the basis of high market prices and which was to a considerable extent replaced with a commodity-focused compensation payment and which was focused on other directions as well as forms of income support in agriculture. In the same time, the issue of structural changes was reintroduced.
2 The so-called The model respects not only the specifi cs of European agriculture in terms of greater demands on the methods of agricultural production in a densely populated European area but in particular its benefi ts in terms of production of positive externalities and public domains in the form of landscape cultural condition maintenance, its population, protection of natural resources and rural social development. This approach was accepted also by the next reform prepared within the Berlin Convention in 1999 as a part of measures aimed at growth of eff ectiveness of the European Communities activity known as Agenda 2000. Despite certain compromises in the CAP reform at the Berlin summit when the European Commission had originally suggested more radical changes in liberalization as well as subsequent support system, in general, preconditions for further minimization of market deformations were created. A new CAP element was implemented, the so-called national envelopes, which allowed individual members states to support the conception of structural development by commodity selection, when national support would be provided according to national criteria up to the amount of the set limits.
The common policy of rural development, environmental protection and multi-function role of the European agriculture was adopted offi cially. In this context, the second CAP Pillar is created that is focused on support of structural changes and the rural development policy.
The budget fi nances for rural development were reinforced and rules in this area were simplifi ed. In the same time, the principal of voluntary direct support modulation by member states was adopted, which allows transferring a portion of direct payments to rural development measures. The above-mentioned decisions in relation to the agricultural po li cy meant a reduction of agrarian expenditure as in 2004; EU was expanded by 10 new members while the agra rian policy costs had to be solved only within the budget stabilized in this manner.
In 2003, the European Commission decided to adopt an off ensive approach to negotiations about the agricultural chapter in WTO and it used its mandate granted by the Council in order to prepare the Mid-Term CAP Review in 2002. In addition to the CAP review, a motion was presented of a rela ti ve ly crucial other reform steps and to reinforce the fl exibility for member states when applying the future CAP. The decisive principles of the CAP reform based on the Mid-Term Review (the Fishler's reform) may be summed up by means of the following spheres:
separating direct payment from the production ("decou-• pling") when henceforth, a farmer was to receive one support amounting to the sum of individual direct payments in the reference period, this payment being transferable, demisable and saleable, meeting environmental protection and foodstuff safety • standards as a precondition for provision of direct payments, applying modulation • , which means that by direct payments reduction, resources will be generated to reinforce rural development support, implementing the tool of • fi nancial discipline that will allow, in the event of a treating overstepping of the EU agrarian expenditure limit, a lump-sum reduction of the direct payments expenditure, extending the range of rural development programs • by measures aimed at reaching the standards of environmental protection, foodstuff safety and animal welfare, improved quality of agricultural products, associating of producers and partial adjustment of existing conditions of the current rural development titles, implementing the support of • energetic crop growing, reducing the intervention prices of diary product • and other market measures that are supposed to ensure a better position of EU during WTO negotiations, the option • of simplifying the CAP administration system for member states as well as for farmers (it depends on selection of the system by the member state). In general, it created a wider space for selection of measures supporting growth of agricultural competitiveness in individual member states in the international context. In the same time, it reinforced the support of rural development to the prejudice of market measures (growth of the second CAP pillar) and increasing safety of foodstuff s on the EU market.
In terms of the overall conception of supports in the European agrarian policy, the next step in the changing philosophy of the basic support for agricultural businesses, which was supposed to lead to a more consequential separation of the support of agricultural business from the specifi c production structure and volume of secured production on the basis of uniform direct payments, proved to be a key one.
Generally, this concerned implementation of another reform step following up the strategy adopted as early as within CAP I in 1992 and Agenda 2000 (CAP II), which was shown in further reduction of the direct price support and other market interventions and a change of the form as well as objectives of other tools of agricultural support within the European Union. The transfer to direct payments within the reform was conditioned also by mea sures of cross control or cross-compliance control respectively. In practice, this means that payment of the uniform payment per farm as well as other forms of direct payments is conditions by meeting the conditions of 18 directives and regulations concerning environmental protection, foodstuff safety, animal and plant health and animal welfare. The modulation means a transfer of a portion of direct payments into the rural development measures. This system was launched in 2005 with the rate of 3 %. The rate was increased to 4 % in 2006 and to 5 % in 2007.
Approaches to complex solution of agricultural and rural support
The idea of a complex solution of further development of the agrarian sector including the necessary reinforcement of criteria of environmental and landscape protection and participation in the overall rural development became topical at the times when the EU, within WTO negotiations, became more open to business exchange and thereby to the pressure of competitive production from world markets.
It meant new challenges for the further strategy of the European agriculture, to which EU reacted by restricting the support in the Pillar I and the growing importance of measures within the CAP Pillar II.
The common interest in support of agriculture in its production as well as non-production context as a vehicle of rural development became a part of the EU strategy and subsequently the Rural Development Programs (RDP) of the 27 EU member states. It was refl ected also in the EC regulation 1698/2005 on establishment of the European Agricultural Fund for Rural Development, which became valid as of January 2007. Strategic priorities were defi ned within 4 axes, for which also the minimum limits for distribution of finances were laid down.
AXIS 1 is focused on support of • competitiveness of the agriculture, agrarian and forestry sector (a minimum of 10 %).
AXIS 2 is focused on creation of background for • improvement of the environment and landscape (a minimum of 25 %). AXIS 3 is aimed at support of • quality of live in rural regions, by its approach, it oversteps agricultural issues and it is related to diversifi cation of rural activities (a minimum of 10 %). AXIS 4 -LEADER (a minimum of 5 %, 2.5 % for • new countries, a measure based on local development strategies within micro-regions) The comparison of strategies of agricultural and rural development support may to a certain extent contribution to development of a notion of how distinct the diff erentiation is in today's approaches to the agrarian sector in individual EU countries within the "uniform" CAP framework.
Diff erent approaches to fulfi lment of the philosophy of agricultural support as a key factor of this development are suggested by the very general international comparisons of the Rural Development Programs in individual 27 EU member states and by the conception of their refl ecting into the presumed use of EA-FRD fi nances within its individual axes in the period 2007-2013. 3 The overall strategies of the member states' agrarian policy itself within specifi cation of the philosophy and integrated support of agricultural development, ag rarian sector and rural regions within the CAP reform are to a certain extent refl ected in the choice of priori ties and importance of expenditure within individual EAFRD axes. As it follows from comparison of proportions of the expected allocation of support from the European Agricultural Fund fi nances in individual axes, even when the set minimum share (10:25:10:5) is complied with, there are considerable diff eren ces in the overall conception of the solution. They refl ect the selected agrarian policy strategy of the concerned state and hence also the interest and engagement in the growth of business entities competitiveness within the agrarian sector on the European and world markets. This includes in particular making use of the option to capture modern trends and manufacturing processes, support of innovations (namely not limited to the technological ones) and creation of preconditions for meeting the quali ty standards and environmental criteria when running an agricultural production and its processing for the future.
In this context, much is suggested by the comparison of the proportion of competitiveness support expenditure, i.e. in particular a comparison of the proportion of axis 1 measures (business modernization programs, investments, adding value) and the "agro-environmental" aspect, i.e. axis 2 (connected inter alia with payments for natural and other disadvantages within LFA and payments within the Natura area) in individual countries.
The requirement of reinforcing axis 2 is generally met. Diff erences in terms of the expected program realization in individual countries are nevertheless very considerable. If we do not consider the conception of agricultural support solution in the agrarian policy of the British islands countries, where there is a long-term environmentally focused support that is complexly and eff ectively interconnected with production aspects, in particular with beef-raising and breeding of other ruminants and milk production in the whole of the vertical line, then the CR with its preference of axis 2 ranks with the northern countries and the mountainous Austria.
On A higher share of axis 1 in the overall structure, namely with a considerably higher engagement of other public as well as private expenditure, is at this state of development preferred even in such decisive producing countries of the original EU 15 like France, Germany, Netherlands, Belgium but also Spain and Italy.
If we derived the strategy of supporting mo derni za tion of agriculture in individual countries from the expected use of individual spheres of measures within the axis 1 itself, which may be generally understood as a "pillar for competitiveness", even in this case there is a relatively considerable diff erentiation in the selection or strictly speaking the importance of support of individual spheres of measures.
In general within the axis 1, at the fi rst places, there are measures for modernization of agricultural businesses, restoration of production potential and adding value to agricultural and forestry pro ducts in all countries; nevertheless, their importance diff ers also in this area. When we compare the structure of the considered allocation of fi nances in axis 1 in the CR with the decisive EU producers, i.e. France and Germany, then it is once again the Czech agrarian policy, which requires a lower share of supports for agricultural modernizations and innovations than the programs of both abovementioned countries. Although the programs and sub-measures within individual axes are published gradually, which to a certain extent allows reacting also to the development and the current situation, the access of the CR to the competitiveness support on the basis of production basis modernization and technological equipment of agricultural businesses cannon be considered suffi ciently reacting to the requirements of the current development model and fulfi lment of the production role of the agrarian sector.
SUMMARY
A change in the CAP strategy, gradually implemented by means of steps of individual reforms as early as since the nineties of the twentieth century up to the solutions within the Health Check generally meant a withdrawal from the agriculture support on the basis of supporting prices of agricultural commodities as well as reactions to acceleration of globalization processes radically changing also the position of farmers. The development has confi rmed that in a whole range of connected markets, demand has been really establishing itself. It reacts to the development of world stock; it determines the conditions of off er on markets of most agrarian commodities much more fl exibly than the ag rarian policy measures ever can. This in the same time changes the essence and further reinforces the risk of producers facing the market strength of purchasers under conditions of imperfect transfer of demand conditions in the market sequence from the consumer to the basic industry. These days, the transformation of demand for pro ducts with agricultural nature and in particular the possibility and the ability of its structural fulfi llment in general defi ne the space for producers of agricultural raw materials and in its eff ects also the economic dimension of agricultural production in the concerned region. Nevertheless, this change requires also a new approach to the regulating interventions and supporting measures in the ag ra rian sector. Another dimension in the multi-function approach to its role was gained by the European ag-
